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Current Trends 


FHLBB Chairman Thomas R. Bomar has announced that the liquidity requirement 
for member savings and loan associations is being increased to 6 percent. . . effective June 1, 
1975. At the same time... the short-term liquidity requirement is being increased from 1% 
percent to 2 percent. These increases were prompted by recent heavy inflows of savings and 
relatively weak mortgage loan demand. In accordance with Board policy of raising liquidity 
requirements during such periods, this is the second half-point increase in 1975. This 
requirement has been decreased successively from 7 percent to 5 percent in 1973 and 1974, 
and the Board stated that the industry now should be rebuilding liquidity in order to meet 
potential mortgage loan demands in the future. Chairman Bomar also indicated that if savings 
flows remain strong, the Board will consider further increases in this requirement in the near 
future. The liquidity requirement relates to an association’s cash and liquid investments 
calculated as a percent of savings and short-term borrowings. 


For the first time in a year...GNMA conducted an auction of multifamily project 
mortgages acquired pursuant to Special Assistance Programs 17 and 21. Bids were accepted 
on 41 mortgages totaling $89.3 million...at an average yield to the investor of 9.126 
percent...compared to a 9.21 percent yield in May 1974. Bids on three additional 
mortgages totaling $5 million were at an unacceptable yield and were rejected. No bids were 
received on 67 mortgages totaling $105 million. The project loans are secured by apartment 
and nursing home projects and were insured by HUD/FHA. The mortgages were not eligible 
for inclusion in pools of project mortgages which support issues of GNMA-guaranteed 
mortgage-backed securities. GNMA plans to conduct another similar auction in early June. 


The F.W. Dodge Division of McGraw-Hill reported that construction contracts in 
March totaled $6.57 billion. ..up from January and February of this year... but 15 percent 
below the March 1974 performance. According to George A. Christie. . . Dodge vice president 
and chief economist... the increase in March over the badly depressed January and February 
rates was due to two large projects. ..an electric generating plant in West Virginia and a 
chemical facility in Louisiana. Residential contracts in March...at $2.32 billion. . . were 
down 30 percent from March 1974. 


Moving counter to the long-term money market... short-term borrowing costs of 
Treasury notes declined sharply at the early May auction. Some commentators feel this is the 
result of an earlier Treasury announcement that its borrowing needs for the remaining weeks 
of this fiscal year (ending June 30) will be less than anticipated. The 91-day rate for $2.8 
billion in notes declined to its lowest level in more than 2 years... going to 5.356 
percent... compared to the 5.716 rate at the previous sale...and the lowest since January 
1973...when the rate was 5.277 percent. The Treasury also sold $2.8 billion of 182-day 
bills at an average rate of 5.724 percent...down from the 6.158 percent a week 
earlier. .. and the lowest since late March. .. when the rate averaged 5.669 percent. 

FYI * 

Air Pollution Control Association. ..Annual Convention... Boston, June 15-20. 
Details: APCA, 440 Fifth Ave., Pittsburgh, PA 15213 (412/621-1090). 


National Association of Counties... National Conference... Honolulu, June 21-25. 
Details: NACo, 1735 New York Ave., N.W., Washington, D.C. (202/785-9577). 





New Housing Subsidy System Announced 


A new system for calculating the level of operating subsidies for public housing 
projects throughout the country has been put into effect by HUD. Known as the Preference 
Funding System (PFS)... it was authorized in the Housing and Community Development Act 
of 1974... and replaces an interim formula that has been in effect since 1972. 


Operating subsidies are provided by the Federal Government to assist Local Housing 
Authorities (LHAs) when the rental income received by the LHA falls below the expenses of 
maintaining and operating its projects. The total of all subsidies nationally for Fiscal Year 
1975 was $450 million. 


About half of the Nation’s 2,000 Local Housing Authorities receive operating 
subsidies. There are approximately 1.2 million units of housing in the program. Subsidies for 
leased housing and homeownership projects, however, will not be computed under the new 
system. 


H.R. Crawford, HUD Assistant Secretary for Housing Management, said a primary 
goal of the new system is to provide a reasonable level of operating subsidies to the LHAs, 
based on the standard of what it actually costs high-performing and well-managed LHAs to 
operate. The system is designed to avoid spending Federal funds to compensate LHAs for the 
costs of poor or inefficient management. 


“Payments under the Performance Funding System are directly related to the amount 
it costs to run a well-managed project,” he said. “We know through experience and surveys 
that good management can lead to lower operating expenses. PFS thus gives high-cost 
housing authorities an incentive to improve efficiency through the establishment of cost 
guidelines.” 


Under the previous interim formula, payments were based on projections from a base 
year using prescribed inflation percentages. There was no model or prototype against which 
operating subsidies could be measured, nor were there well-defined incentives for improved 
management. 


The new system became effective as an Interim Rule for LHAs whose fiscal year 
started April 1. 


* 


Nutrition Program Expanded 


HUD and the Administration on Aging have signed an agreement for closer 
collaboration to make more effective the Nutrition Program for Older Americans. Under the 
agreement. .. Local Housing Authorities and the management of other HUD-assisted housing 
for the elderly. .. working with State agencies for aging, will determine: (1) the number of 
elderly residents, both within a project and in the adjoining neighborhood, that could be 
served; (2) the space and facilities that could be made available for the Nutrition Program 
within the housing projects; and (3) the best way to cooperate to serve the elderly. 


Local Housing Authorities also will be advised that HUD Modernization Funds will be 
usuable for necessary alterations in communal space to accommodate meal preparation and 
service. 


The agreement states that HUD and AoA share a common interest in serving residents of 
elderly housing developments through the Nutrition Program for Older Americans. .. and that 
a number of HUD housing developments for the elderly can offer space in their community 
rooms to serve as sites for AoA nutrition projects. This program serves one hot meal a day 
not only to residents of a development but also to the elderly of the community. 
Thus...HUD-AoA collaboration can help forward the implementation of the Nutrition 
Program which...since its inception in 1972...has about 160 housing developments 
participating. 





Participation Certificates Available 


Investors seeking more flexibility in planning their mortgage investments may now 
buy FHLMC Participation Sale Certificates (PC's) for delivery up to 75 days in the 
future... FHLMC President Victor H. Indiek has announced. FHLMC is offering the 
mortgage-backed pass-through securities at yields of 8.625 percent for immediate delivery and 
8.75 percent for delivery in early July. 


“The ability to buy for future delivery ought to be of considerable advantage to 
investors looking for islands of certainty in the uncertain future,” Indiek noted. “And besides 
making the PC as convenient as investment as possible, we are pricing it very competitively. 
With savings flows on the upswing, it’s time for FHLMC to aggressively sell.” 


Since late 1972... FHLMC has sold over $1 billion worth of PC’s to nearly 1,000 
investors. FHLMC guarantees monthly payment of interest and return of principal on the 
PC’s. PC’s represent ownership interests in large pools of residential mortgages underwritten 
by FHLMC and qualify as real estate assets for JRS and FHLBB purposes. They are freely 
transferable and holders need look only to FHLMC for timely remittances. Minimum 
denomination is $100,000. 


w 
1974 Birth Rate Up 


The National Center for Health Statistics of the Department of HEW has announced 
that the number of births in 1974...contrary to earlier predictions. ..suddenly moved 
upward. At the same time... the number of deaths moved downward... with the result that 
1974 produced the lowest death-rate in the Nation’s history. 


The change... 22,500 more babies born in 1974 than in 1973...while not a 
significant increase in itself...reverses the trend that had been present since the 70’s 
began... with a declining number of births each year. The Center explains the change 
... using a different statistical approach than had been taken earlier. Previous estimates were 
based on surveys which showed that the average American woman of child-bearing age was 
planning to have fewer children. This apparently has not changed... but the number of 
women in the child-bearing age group (15-44) rose in 1974 by 3 percent because of the high 
birth rates in the 1930’s, 1940’s, and 1950’s. An even more rapid rise occurred among the 
women in the prime child-bearing age of 20-29...the most fertile years... and is expected 
to continue to rise for the next several years. 


The end result of this reversal in lower birth rates will be a delay of several years in 
the ‘‘zero population growth” period. . . earlier predicted for the late 70’s. 


* 
Court Upholds HUD Land Authority 


A Federal court order has rejected a challenge to a HUD Regulation brought by a 
Texas land developer. The decision was hailed by Acting Interstate Land Sales Administrator 
John R. McDowell as a significant landmark in policing the $6 billion land development 
industry. 


The decision was by U.S. District Judge Joe J. Fisher. It basically upheld a regulation 
implementing the /nterstate Land Sales Full Disclosure Act, administered by HUD. 
In rejecting the suit against HUD...Judge Fisher enjoined further sales in four 


developments operated by the Wiggins Land Company. About 2,500 lots in the four 
subdivisions are affected by the order. 

The four are Lake Run-A-Muck, Old Snake River, Wayward Wind, and Natasha 
Heights, all located between Houston and Beaumont. No lots may be sold in any of these 
developments until the company complies with the full disclosure requirements of the Act 


and files an effective Statement of Record with the Office of Interstate Land Sales 
Registration. 





Tenants Workshop Underway 


HUD is conducting a training session in Washington, D.C., in which 35 tenants in 
public housing projects. . . including a mother of 12 children. . . are learning how to improve 
tenant management relations and general living conditions of their neighbors. 


The tenants...all women...ranging in age from 20 to 62, represent 31 Local 
Housing Authorities (LHAs). They will return to their respective LHAs as management aides, 
versed in such diversified subjects as: family planning and budgeting; management-tenant 
relations; shopping and money-saving techniques; school drop-out problems; family relations 
and emotional and physical needs of the aged. 


They will also be trained in: awareness of signs and emotional implications of serious 
illnesses, such as anemia, cancer, and heart diseases; child development and play activities; 
training and job opportunities; nutrition and health; and mental health concepts. 


Armed with this knowledge...the management aide trainees will be able to 
materially help both management and tenants assist each other to improve operations, 
services, and life in general at public housing projects. 


The training ran from April 21 to May 9. It was conducted by the Homemaker 
Health Aide Service of the National Capital Area, Inc., under contract with HUD. Financing 
is provided under the Target Projects Program (TPP), the program launched by HUD to 
restore public housing projects to sound physical and financial levels and to improve general 
living conditions. 


LHA’s represented at the training sessions were: Atlanta; Birmingham; Burlington, 
N.C.; Camden; Charleston, S.C.; Chicago; Dade County, Fla.; Detroit; Jersey City; Kansas 
City, Mo.; Los Angeles; Louisville; Mobile; New Haven; Newark; Norfolk; Philadelphia; 
Washington, D.C.; Wilmington; E. St. Louis; Gonzales, Tex.; Las Vegas; Lorain, Ohio; 
Memphis; New Orleans; New York City; Oakland; Oxnard, Calif.; St. Louis; San Antonio; 
Winnebago County, IIl.; and Winston-Salem. 
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